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COST ACCOUNTING STANDARDS BOARD
A proposed rule issued by the CASB on indirect cost allocation appeared in the
7/23/79 Fed. Reg.r pp. 42988-98. This proposal is a revision of the five pro­
posed cost allocation proposals issued on 3/16/78 and the resultant three 
standards are now proposed: distinguishing between direct and indirect costs; 
allocation of indirect cost pools; and allocation of overhead cost of productive 
functions and activities. Comments on this proposal are due by 9/20/79. For 
more information contact Arthur Schoenhaut at 202/275-6111.
COUNCIL ON WAGE AND PRICE STABILITY
60 companies, including some of the largest U.S. corporations, will be allowed to 
engage in self-administered exceptions to price standards established by the 
Council. Apparently citing administrative necessity, CWPS will allow firms to 
determine for themselves, subject to existing criteria, whether they are eligible 
for the exceptions. While most are likely to cite "uncontrollable costs" and 
attempt to pass through increases to consumers, CWPS warned that it has retained 
the right to challenge all self-administered exceptions. At the same time, the 
House has introduced a companion bill to one recently introduced by Sen. Robert 
Dole (R-Kans), which would preclude the ability of the Government to deny con­
tracts, under Federal procurement programs, from those companies found in violation 
of the wage and price guidelines. This action follows a recent Supreme Court 
decision, not to review a lower court case which upheld the constitutionality of 
the administration's procurement denial policy.
FEDERAL RESERVE BOARD
New rules establishing uniform standards for bank recordkeeping and other procedures 
in making securities transactions for trust departments and other bank customers 
have been adopted by the federal bank regulatory agencies, effective 1/1/80. The 
revised regulations include the following uniform recordkeeping provisions, to 
be maintained for three years: itemized daily records of purchases and sales; 
account records for customers; and a separate record of each order to purchase or 
sell securities. The rules do not specify in what manner the records are to be 
kept, so long as they form an adequate basis for audit. Other provisions of the 
new rules provide that a bank which is in compliance with the rules of the 
Municipal Securities Rulemaking Board with respect to transactions in municipal 
securities is deemed to be in compliance with the recordkeeping requirements of 
the regulatory agencies. New exemptions from compliance with the requirements for 
foreign branches of banks and banks that normally make 200 or less securities 
transactions a year for customers are also included in the regulations.
GENERAL ACCOUNTING OFFICE
The completeness and effectiveness of federal department and agency quality assurance
programs in connection with outside audits of grantees is the topic of a recent 
GAO study of three representative departments and agencies. The report on that 
study, "Quality Testing of Audits of Grantee's Records —  How It Is Done By 
Selected Federal Agencies and What Improvements Are Needed", concludes that 
agency procedures are "ineffective in identifying low quality work." Common 
problems noted in the report were: failure to gather sufficient evidence; 
failure to adequately test internal controls; and failure to test compliance with 
laws and regulations. The GAO report, which includes a model program for testing 
the work of independent public accountants and other auditors, concludes that the
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findings of this study were probably applicable to many federal agencies. Copies 
of the report (FGMSD-79-38, 7/19/79) are available from the GAO.
JUSTICE, DEPARTMENT OF
Lobbying reform legislation is certain to be a continuing topic of Congressional
interest this year, with at least one proposal likely to be enacted. Proponents 
of reform legislation believe current law contains substantial loopholes which 
enable the preponderance of lobbying and lobbyists to escape public scrutiny. 
Opponents, including some in Congress, believe that lobbying, the right to 
petition, is protected by the First Amendment to the U.S. Constitution. They 
believe that disclosure, of the sort proposed in reform bills, would substantially 
inhibit the exercise of this constitutional right. Most new bills which have 
been introduced seek to lower the reporting thresholds for lobbying activities.
For example, the bill introduced by Sen. Lawton Chiles (D-Fla), S.1564, would 
require disclosure by organizations that spend more than $500 per quarter and 
employ at least one person making direct lobbying contacts a minimum of 13 days 
per quarter, or two persons making 7 separate and direct contacts per quarter.
In a related matter, the House of Representatives has begun to focus on 
legislation (HR 4970) which will reduce the amount of money and credit which can 
be extended to Congressional candidates, from so-called political action 
committees (PACs). Echoing earlier concerns expressed by the Senate, a bi­
partisan coalition of more than 120 members of the House have expressed concern 
that PAC contributions for 1978 elections totaled $25 million, an increase of 
approximately 75% from the earlier election. In addition, statistics revealed 
that 178 House members accepted at least $50,000 each in so-called special 
interest contributions.
LABOR, DEPARTMENT OF
Final rules that amend procurement regulations for federally funded grants and
agreements were published in the 7/20/79 Fed. Reg., pp. 42920-55. These rules 
include requirements for the establishment of financial management systems which 
provide for "adequate control of grant or agreement funds and other assets; 
ensure the accuracy of financial data; and provide for operational efficiency and 
internal controls to avoid conflict-of-interest situations and to prevent 
irregular transactions or activities." Also included are reporting and record­
keeping requirements, and a provision calling for independent audits to be 
performed in accordance with GAAS. These rules became effective on 7/20/79. For 
additional information contact Walter Terry at 202/523-9174.
NATIONAL CREDIT UNION ADMINISTRATION
A final rule issued by the NCUA that restricts the investment activities of Federal
credit unions against unauthorized or unsafe activities appeared in the 7/20/79
Fed. Reg., pp. 42673-77. The rule prohibits the use of standby commitments, 
adjusted trading, and short sales, sets forth limitations on the purchase of sale 
of securities, cash forwards, repurchase transactions, reverse purchase transactions, 
and future contracts. The rules are effective as of 7/20/79. For additional 
information contact Robert Schafer at 202/254-8760.
PENSION BENEFIT GUARANTY CORPORATION
A proposed rule issued by the PBGC which would revise the notice of intent to terminate 
regulation appeared in the 7/24/79 Fed. Reg., pp. 43404-18. The PBGC and IRS
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have developed a joint form and simplified procedure to follow when terminating 
a pension plan covered under Title IV of ERISA and for which a determination of 
qualification is requested from IRS. This form is also to be used to notify the 
IRS of plan mergers, consolidations, or transfers of plan assets or liabilities 
to another plan. Comments on the proposed rule must be received on or before 
9/24/79. For more information contact William E. Seals at 202/254-4895.
SECURITIES AND EXCHANGE COMMISSION
The SEC has agreed to adopt rules to modify financial statement presentation of
preferred stocks subject to mandatory redemption requirements or whose redemption 
is outside of the control of the issuer. The rules will amend Regulation S-X 
which governs the form and content of financial statements filed with the 
Commission. Under the rules as adopted, redeemable preferred stocks would be 
required to be presented separately in balance sheets, amounts applicable to the 
following three general classes of securities: (1) preferred stocks subject to 
mandatory redemption requirements or whose redemption is outside the control of 
the issuer; (2) preferred stocks which are not redeemable or are redeanable solely 
at the option of the issuer; and (3) common stocks. For more information contact 
Lawrence C. Best at 202/755-0222.
Proposed rules on disclosure of relationships between attorneys and registrants have
been issued (see Rel. No. 34-16045, 7/26/79). The Commission is seeking comments 
on disclosure rules which the Institute of Public Representation, a public 
interest law firm affiliated with Georgetown University Law Center, petitioned 
the Commission to adopt. In publishing these proposals, the Commission takes no 
position, with respect to the proposals and is requesting comments on its legal 
authority to adopt the proposals. Among the proposed rules is a requirement that 
each corporation certify in its Form 10-K and report to stockholders that its 
board of directors has instructed each attorney retained by the corporation to 
report promptly to the board either directly or through its audit committee of 
any corporate activity discovered through reasonable diligence which could 
violate any law. In addition, information regarding such violations or probable 
violations must be conveyed to the independent auditors if, in the opinion of the 
board, the violations are material. Comments on the proposal are sought by 
11/30/79. For further information contact Richard Nesson at 202/755-1750.
A new rule to augment disclosure with respect to going private transactions by
public companies or their affiliates has been approved by the Commission. The 
new Rule 13e-3 and related Schedule 13E-3 are designed to prohibit fraudulent, 
deceptive, and manipulative acts or practices in connection with going private 
transactions and to prescribe new filing, disclosure, and dissemination require­
ments as a means to prevent such acts and practices. Under the rule disclosure 
statements must be filed stating whether the going private action is fair to 
minority shareholders and to unaffiliated shareholders. The rule is expected to 
be published early in August.
In a related matter, the Commission proposed to publish for comment a require­
ment that an issuer or affiliate engaging in a going private transaction disclose 
certain projections of revenues, income (loss) or earnings (loss) per share 
prepared by or on behalf of the issuer which have been furnished to specific 
persons outside the company. For further information on the going private rules 
contact John Granda or John Huber at 202/755-1750.
-4-
SMALL BUSINESS ADMINISTRATION
A national toll-free exporting information telephone service for small businesses 
has been established through the cooperative efforts of the SRA, Commerce 
Department, Overseas Private Investment Corporation, and the Export-Inport Bank. 
The "hotline" will be operated by Ex-Im Bank officers from 7:30 a.m. to 5:00 p.m. 
(EST) Monday through Friday. The purpose of the service is bo increase the 
number of American businesses which export their products and services and 
invest abroad; and those who call can get information about various topics 
related to exporting, such as sources of export financing, where to find in­
surance, and types of overseas investment assistance programs operated by the 
federal agencies. The toll-free number is 800/424-5201.
Tax incentives for the recognition of the risks of small-scale research and
development (R&D) is part of a package of legislative proposals put together by 
a 27-member task force created by SBA to review industrial innovation. The task 
force recommended that every federal department or agency target a 1% increase 
in R&D procurement set-asides for small business, to begin in 1980 and continue 
until small business contracts account for 10% of the agency’s R&D dollars. Under 
the tax portion of the proposal, any small business which maintained an average 
R&D investment of 3% over three years, or spends 6% of gross revenue in one year, 
could get tax deferment if reinvested; gains would be taxed at half rates; and 
losses could be carried forward for 10 years rather than 7. Other recommendations 
include the development of simplified regulations for R&D procurement awards to 
small business designed from the users point of view and increased tax deductions 
for specially created Small Business Export Trade Corporations and special expenses 
to serve export performance.
TREASURY, DEPARTMENT OF
President Carter can expect to receive a "windfall profits" oil tax by 10/1/79 accord­
ing to Senate Finance Chairman Russell Long (D-La). Sen. Long has decided to 
postpone serious drafting sessions on the tax measure until the end of the 
August recess. It is reported that Sen. Long and other members of the committee 
want to hold off action until other components of the new Carter energy program 
can take shape. The House Ways and Means Committee is now working on "Phase III" 
of the President’s program which includes the use of energy trust fund revenues 
and hopes to complete action before the upcoming month long recess. Capitol Hill 
experts note that Sen. Long’s 10/1/79 deadline may be overly optimistic as the 
complex "windfall profits" tax must still undergo committee drafting, Senate 
debate and joint House-Senate conference action.
The Carter Administration remains opposed to indexing the tax system for inflation
according to Emil Sunley, Deputy Assistant Secretary of the Treasury. In 
testimony given on 7/24/79 before the House Budget Committee Task Force on 
Inflation, Sunley argued that periodic adjustments to the tax laws has proven 
to be equitable. He noted that if Congress had chosen automatic indexation 
based on the Consumer Price Index of 1960 rather than cut taxes periodically, 
taxes paid since 1960 would have been higher. He conceded, however, that 
inflation has caused severe problems in the measurement of real income from 
capital.
Proposed rules which amend the definition of a private foundation have been issued
(see the 7/24/79 Fed. Reg., pp.43290-92). The amended regulations affect certain 
tax-exempt organizations seeking to qualify as other than private foundations
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which acquire unrelated trades or businesses after 6/30/75. The amended 
regulations provide such organizations with guidance necessary to determine 
whether they qualify as other than private foundations. Comments and requests 
for a public hearing on the proposed definition are sought by 9/24/79. For 
more information contact Thomas L. Sumter at 202/566-6212.
For additional information contact: Nick Nichols, 
Steven Woolf, Susan Retter or Teresa Travers 
202/872-8190
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